
CONMONWEALTH OF KENTUCKY 

BEFORE THE PUBLIC SERVICE COMMISSION 

In the Matter of: 

INCIDENT INVESTIGATION OF COLUMBIA GAS OF 1 
KENTUCKY, INC. RELATING TO THE REPORTING 
OF AN EXPLOSION ) 

j CASE NO. 89-268 

O R D E R  

This case was established by Order of the Commission issued 

on October 4, 1989 on its own motion to investigate an explosion 

which occurred September 9, 1987 in Lexington, Kentucky, and which 

involved facilities owned and operated by Columbia Gas of 

Kentucky, Inc. ("Columbia"). The explosion and fire occurred at 

1590 Delaware Avenue, Lexington, Kentucky, and totally destroyed a 

commercial building belonging to Dan Middleton and equipment 

belonging to Michael Zanchez who rented the building. Columbia 

notified the Commission's Division of Engineering, Gas Safety 

Branch, of the incident as required by 807 KAR 5:027, Section 

3(1), at approximately 10:30 a.m., on September 9, 1987. Later 

that same afternoon a Commission investigator arrived at 

Columbia's office and reviewed service order records and 

odorization records for 1590 Delaware Avenue. The Commission 

investigator was told at that time that the Lexington Fire 

Department suspected arson and that the area was sealed off until 

the investigation was finished. Verification was made with the 

Lexington Fire Department that arson had not been ruled out as a 

cause of the fire. On September 14, 1987, a telephone follow-up 



was made by the Commission Staff to Columbia to see if a 
determination concerning arson had been made. Staff was told that 

nothing had changed since the last contact of September 9, 1987. 

The PSC emergency report that summarizes the telephone reporting 

was then filed. 

In June of 1989, Commission Staff learned that a lawsuit, 

Civil Action No. 88-CI-3103,' had been filed on behalf of Michael 

Sanchez alleging that leaking natural gas from a distribution line 

located under or very close to the destroyed building had caused 

the explosion and fire; and that Columbia had a private contractor 

working in the area when the explosion occurred. Commission Staff 

was also told that a Columbia crew came back to the same location 

the night of the exploeion to purge gas from the ground around the 

destroyed building. Most importantly, Staff was informed that the 

Lexington Fire Department had issued a supplementary report dated 

September lSr 1987 which ruled out arson as the cause of the 

incident and found instead that a gas leak caused the explosion. 

The Commission's administrative regulation 807 KAR 5:027, 

Section 4(3)(b), provides that: "If additional information is 

received by the utility subsequent to the initial report 

indicating a different causer more serious injury or more serious 

property damage then was initially reported, a Supplemental 

Michael J. Sanchez, Individual, d/b/a Sanchez Textile 
Unlimited v. Columbia Gas of Kentucky, Inc., No. 88-CI-3103 
(Fayettc Circuit Court filed September 1, 1988). 
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telephone report shall be made to the Commission Staff as soon as 

practicable.'' Columbia did not and has not made a supplemental 

report to the Commission regarding the Lexington Fire Department's 

report of September 15, 1987 of a gas leak as the cause of the 

incident. 

At Columbia's request on April 2, 1990, an informal 

conference was held between Columbia and Commission Staff to 

discuss the issues presented in the instant case. As a result of 

that informal conference, the Settlement Agreement, which is 

attached hereto and incorporated herein as an Appendix, was 

executed between Columbia and Staff. 

After review of the record in this case, the Settlement 

Agreement, and being otherwise sufficiently advised, the 

Commission finds that the joint stipulation and recommendation 

should be accepted based upon the following: 

Columbia admits that it did not notify the Commission of the 

Lexington Fire Department's supplemental report which found that 

the fire/explosion was probably caused by natural gas, said report 

havins been issued September 15, 1987. Columbia's failure to 

notify the Commission is admitted to be in violation of 807 KAR 

5:027, Section 4(3)(b). Columbia further acknowledges that it did 

not notify the Commission in accordance with 807 KAR 5:027, 

Section 4(3)(b), that it had discovered 10 percent gas against the 

foundation of the destroyed building and that the 8 inch M.P. line 

was under the foundation of the destroyed building. Finally, 

Columbia acknowledges that it did not notify the Commission of the 

tests conducted at 1590 Delaware Avenue on October 30, 1987. 
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While a number of different participants were present on October 

30, 1987 for the tests, Columbia admits that it failed to notify 

the Commission that the tests were going to be conducted on that 

date. Based upon the foregoing factual admissions, the Commission 

finds the Settlement Agreement to be reasonable; and the 

Commission, therefore, accepts the Settlement Agreement in its 

entirety with the addition of the penalty assessed herein. 

The Settlement Agreement is silent on a penalty for the 

violations. KRS 218.992 provides that anyone violating any 

regulation governing the safety of pipeline facilities and/or the 

transportation of gas shall be subject to a civil penalty not to 

exceed $1000 for each violation for each day that the violation 

persis ts . The maximum civil penalty is set by that same statute 

at $200,000 for any related series of violations. The violations 

in question in the instant case occurred in September of 1987 and 

continued thereafter until the instant case was established, 

October 4 ,  1989, a period of approximately two years. As stated 

above, the Commission will accept the stipulation and 

recommendation as the settlement of the factual circumstances 

surrounding this incident, however, the Commission finds that in 

this particular case a fine should be assessed. After consider- 

ation of all relevant factors, including the appropriateness of 

the penalty to the size of the business, the gravity of the 

violation and the good faith of the person charged in attempting 

to achieve compliance after notification of the violation, the 

Commission has determined that Columbia should be fined $10,000 

for the violations described herein. 
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The Settlement Agreement further provides that if the 

stipulation and recommendation is not adopted in its entirety each 

party reserves the right to withdraw from it and require that 

hearings go forward upon all or any matters involved therein and 

in such event the terms of the agreement are not deemed binding 

upon the parties. 

Columbia is hereby advised that it may withdraw the 

settlement agreement and proceed to hearing on all issues in this 

case or it may accept the penalty assessed herein as the 

resolution of this proceeding. 

IT IS THEREFORE ORDERED that: 

1. The Settlement Agreement be and it hereby is accepted in 

its entirety unless Columbia exercises its right to withdraw by 

notifying the Commission in writing within 10 days of this Order. 

2. Columbia is hereby assessed a civil penalty of $10,000 

for the violations enumerated herein pursuant to the Commission's 

authority under KRS 278.992 unless the Settlement Agreement is 

subsequently withdrawn. 

3. If notification of withdrawal is not received within 10 

days of the date of this Order, the $10,000 penalty shall be due 

within 20 days of the date of this Order. Payment shall be made 

by certified check or money order made payable to Treasurer, 

Commonwealth of Kentucky. Said check or money order shall be 

mailed or delivered to the Office of General Counsel, Public 

Service Commission, 730 Schenkel Lane, P. 0. Box 615, Frankfort, 

Kentucky 40602. 
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Done at Frankfort, Kentucky, this 22nd day of June, 1990. 

PUBLIC SERVICE COMMISSION ~ 

ATTEST : 

Executive Director 



APPENDIX TO ORDER OF THE HkC,E\VE[) 
PUBLIC SERVICE COMMISSION CASE NO.  89-268 

Dated 6/22/90 M A Y  0 
CONNONWEALTH or x m m u c ~  

BEFORE TEB PUBLIC BBRVICB COYYIBBIObl 

In the Yattor of: 

,,\10\  ti SjtHV"' 
r,OMicMlbS\ON 

Incident Investigation of : C.8. NO. 89-268 
Columbia Gas of Kentucky, 
Inc. Relating to the : Joint Btipulation and 
Reporting of an Explosion : ~ooommondation 

On October 4 , 1989 , the Commission issued an order to Columbia 
Gas of Kentucky, Inc., which directed Columbia to file specific 

information, documents, reports, photos, etc. relating to a fire/ 

explosion' that occurred on September 9, 1987 at 1590 Delaware 

Avenue, Lexington, Kentucky. On October 25, 1989, Columbia filed 

a response to the aforementioned order which included the requested 

data with the exception of certain in-house reports/tests and video 

that had been prepared for use by counsel in the trial of Case No. 

88-CI-3103, Fayette Circuit Court. 

On December 12, 1989, the Commission ordered Columbia to 

provide copies of the in-house reports/tests and video. Moreover, 

the Commission requested Columbia to furnish additional information 

relating to its facilities in the geographical area of 1590 

Delaware Avenue. On December 15, 1989, Columbia submitted the 

information, tests, reports and video, but petitioned the 

Commission, in accordance with 007 KAR 5:001, to treat the data 

confidentially due to the filing of civil litigation in the Fayette 

It is clear that a fire occurred at 1590 Delaware Avenue. 
However, it is not clear that an explosion occurred. 
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Circu i t  Court. On January 25, 1990, t h e  Commi8sion rejected 

Columbia's p e t i t i o n  f o r  conf iden t i a l  p ro t ec t ion  of the responses 

previously submitted. By order da ted  March 8, 1990, t h e  

Commission scheduled a hear ing on the  matter f o r  Apr i l  3, 1990. 

Following an informal conference between Columbia and Staff  on 

Apr i l  2, 1990, it was agreed t h a t  t h e  matter  could be submitted t o  

t h e  Commission by J o i n t  S t ipu la t ion .  

BACl(aRODHD 

A t  approximately 5:30 a.m. on September 9, 1987, a fire/ 

explosion occurred a t  1590 Delaware Avenue, Lexington, Kentucky. 

A t  6:39 a.m. ,  Columbia received a c a l l  from the Lexington F i r e  

Department request ing a s s i s t ance  which Columbia provided shor t ly  

t h e r e a f t e r .  G a s  was turned off t o  t h e  premises and t h e  f ire was 

contained pr imar i ly  t o  the bui ld ing  housing Sanchez T e x t i l e s .  An 

i nves t iga t ion  of t h e  inc ident  by t h e  Lexington F i r e  Department and 

Columbia personnel ensued immediately. The Lexington F i r e  

Department informed Columbia personnel t h a t  t h e  fire was 

"suspicious i n  nature". 

A t  10:27 a.m. on t h e  morning of t h e  fire, Leroy Elder, 

Dis t r ic t  Service Manager, called t h e  Commission t o  r e p o r t  the 

inc ident .  He stated t h a t  "there was nothing t o  i n d i c a t e  t h a t  

na tu ra l  gas was involved a t  t h i s  time." During Columbials 

i nves t iga t ion  of t h e  f i re  on September 9th,  a Columbia employee 

discovered 10% gas aga ins t  t h e  foundation of t h e  destroyed 

bui lding.  I t  was determined a l s o  t h a t  t he  bu i ld ing  had been 
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constructed over Columbia's 8" M.P. line. The 8" M.P. line was 

abandoned and plugged. In addition, Columbia personnel purged the 

area of residual gas. Gas eamples were taken on September 9th- 

10th. 

On September 14, 1987, Mr. Elder and Mr. Amburgey, of the 

Commission's Staff, had further discussions concerningthe incident 

during which Mr. Elder indicated that the ncauee fe undetermined 

at this time." On the following day -- September 15 -- Lt. Glenn 
W. Parks of the Lexington Fire Department modified his initial 

opinion by concluding that nnatural gas was probably the cause of 

the explosion.8o 

On October 30, 1987, Columbia conducted specific tests on the 

61 feet of 8'' M.P. line under the foundation of the building at 

1590 Delaware Avenue. Calculations were performed to determine 

whether natural gas from the 8" M.P. line could have caused the 

fire. 

In reviewing this empirical information that corroborated the 

conclusions of other individuals who had investigated the fire on 

September 9-10, Columbia reaffirmed its conclusion that the 

fire/explomion was not caused by the natural gas leak in the 8" 

M.P. line. 

Columbia is uncertain as to when it was specifically 
notified of this modified opinion, but Columbia 
acknowledges that it had notice of the chango by 
September 29 , 1987. 

I 
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P 
007 KAR 5:001, Section 4(6) provides that parties to any 

investigation may agree upon the facts involved in the proceeding, 

and such written stipulation shall be regarded and used as evidence 

at hearing. 807 KAR 5:001, Section 4(4) further provides that the 

issuee in any Commission proceeding may be settled by the mutual 

agreement of parties. 

It im the intent and purpose of Columbia and Staff to express 

their agreement on a mutually satisfactory resolution of all tho 

issues in this case. It is understood by all parties hereto that 

this Stipulation and Recommendation is not binding upon tho 

Commission. It is the position of the parties hereto that this 

Stipulation and Recommendation is supported by proper data and 

information and should be afforded serious consideration by the 

Commission. 

Based upon the parties' participation in the informal 

conference referred to herein and the materials on file with the 

Commission pursuant to the requests and responses thereto, the 

parties hereby stipulate and recommend the following: 

(1) Columbia did not notify the Commission of the Lexington 

Fire Department's report of September 15, 1987 in accordance with 

807 KAR 5 : 0 2 7 ,  Section 4(3)(b), which opined that the 

fire/explosion was probably caused by natural gas. 
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(2 )  Columbia did not notify the Commission in accordance with 

807 KAR 5:027, Section 4 ( 3 )  (b, that it had discovered 10% gas 

against the foundation and that the an H.P. line was under the 

foundation of the destroyed building. 

(3) Columbia did not notify the Commission of the tests 

conducted at 1590 Delaware Avenue on October 30, 1987.  While a 

number of representatives from different participants were present 

on October 30th for the tests, Columbia failed to notify the 

Commission that the tests were going to be conducted on that date. 

After a scrutiny of the regulations under 807 KAR 5:027 and 

an evaluation, in retrospect, of the facts in this incident, 

Columbia believes that the concerns expressed by the Staff during 

its investigation are appropriate. Accordingly, Columbia pledges 

that it will adhere to the following standards in any future 

incidence6 of the nature of the fire/explosion that occurred at 

1590 Delaware Avenue on September 9, 1987: 

(a) Upon receipt of any information from a local fire 

department or other agency or department involved in inveotigating 

an incident or accident that differs from a previously submitted 

report, Columbia will notify the Commission in accordance with 807 

KAR 5:017, Section 4 ( 3 ) ( b ) .  Columbia will notify the Commission 

even in situations where it believes the report to be erroneous. 

(b) In incidences which require reporting under 807 KAR 

5:027, Columbia will timely apprise the Commission8s investigator 

of any additional findings ascertained by Columbia personnel, u, 
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any gas conoentrat ions of 4 2  o r  more aga ins t  the foundation, the 

s p e c i f i c  l oca t ion  of t he  l i n e s  involved, etc. 

(c) When Columbia conducts s c i e n t i f i c  tests i n  incidences of 

t h i s  nature.  m., October 30th leakage tests and ca l cu la t ions ,  it 

w i l l  no t i fy  t h e  Commission of t h e  da te  i n  o rde r  for it to have a 

representa t ive(6)  a t t end  t h e  tests if it 80 elects. 

I f  this St ipu la t ion  and Recommendation is no t  adopted in it@ 

e n t i r e t y ,  each pa r ty  reserves the r igh t  t o  withdraw from it and 

requi re  t h a t  hear ings go forward upon a l l  o r  any ma t t e r s  involved 

herein,  and, i n  such event,  t h e  terms of t h i s  agreement s h a l l  no t  

be deemed binding upon t h e  p a r t i e s  hereto.  

Both Columbia and S ta f f  agree  t h a t  t h e  foregoing S t ipu la t ion  

and Recommendation is reasonable and is i n  t h e  public i n t e r e s t  and 

urge t h a t  t h e  Commission adopt t h i s  agreement i n  its e n t i r e t y .  

Agreed and accepted t h i s  day of May, 1990. 
/ ’  

. 7 ’ )  . _ .  I 
W. Hale Watkins Attorney 
Senior Attorney Public service Commission 
Columbia G a s  of Kentucky, Inc.  

. 
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